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SUBJECT: AUSTRIAN VIEWS ON TARIFF HYPOTHESIS 

1 . US DEL (MCNAMARA, HAMERSCHLAG) HAD INFORMAL DISCUS- 
SION AT LUNCH DECEMBER 1 WITH AUSTRIAN DEL (WILLENPART, 
SEGALLA) ON TARIFF HYPOTHESIS AND JANUARY 15 TABLING 
DATE. WILLENPART, WHO HOSTED LUNCH, WAS ANXIOUS TO HAVE 
LATEST U.S. VIEWS TO AID AUSTRIAN PREPARATIONS FOR 
JANUARY 15, AND WANTED OPPORTUNITY TO DISCUSS AUSTRIA'S 
SPECIAL PROBLEMS IN THE TARIFF FIELD. 

2. WILLENPART EXPRESSED AUSTRIA'S RELUCTANCE TO ENGAGE 
IN ACROSS-THE-BOARD TARIFF-CUTTING BECAUSE OF ITS BELIEF 
THAT RECIPROCITY NOT POSSIBLE IN VIEW OF THE MAJOR ROLE 
PLAYED BY EASTERN EUROPEAN COUNTRIES IN AUSTRIAN IMPORTS. 
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HE NOTED 70 PERCENT OF AUSTRIA'S TOTAL TRADE WAS WITH EC 
AND EFTA PARTNERS, WITH WHOM AUSTRIA NOT NEGOTIATING IN 
MTN, WHILE ABOUT HALF OF REMAINING 30 PERCENT IS WITH 
EASTERN EUROPE. EE’S RECEIVE MFN TARIFF TREATMENT IN 
AUSTRIA STEMMING FROM AUSTRIA'S OBLIGATIONS TO THE USSR 
IN THE STATE TREATY. HE STATED IT HAS BEEN IMPOSSIBLE FOR 
AUSTRIA TO GAIN ANY SIGNIFICANT CONCESSIONS IN TARIFF- 
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CUTTING DEALS WITH THE STATE-CONTROLLED ECONOMIES OF 
EASTERN EUROPE. THE PRESENT FRAGILE STATE OF THE 
AUSTRIAN ECONOMY ONLY COMPOUNDS THE PROBLEM. AUSTRIA IS 
NOT INTERESTED IN OTHER TYPES OF CONCESSIONS FROM EE'S 
SUCH AS BUSINESS FACILITATION ARRANGEMENTS. WILT ,F,NP ART 
ACKNOWLEDGED THAT AUSTRIA WAS A LINEAR COUNTRY IN THE 
KENNEDY ROUND (KR), DEALING WITH THE PROBLEM BY TAKING 
AMPLE EXCEPTIONS IN THOSE ARFAS OF PARTICULAR IMPORTANCE 
TO EASTERN EUROPEAN COUNTRIES. HOWEVER. 40 PERCENT DEPTH 
OF CUT COMMITMENT IN TARIFF WORKING HYPOTHESIS WOULD NOT 
PERMIT AUSTRIA TO FOLLOW ITS KR APPROACH. 

3. WILLENPART WAS GLAD TO HAVE OUR ASSURANCES THAT THE 
EC AND THE U.S. WERE ACTUALLY IN AGREEMENT TO TABLE 
TARIFF OFFERS ON JANUARY 15 USING THE HARMONIZATION WORK 
ING HYPOTHESIS. AFTER A FURTHER DISCUSSION OF THE CURRENT 
STATE OF PLAY, WILLENPART RELUCTANTLY EXPRESSED THE VIEW 
THAT AUSTRIA WOULD PROBABLY HAVE TO TABLE ITS OFFERS 
USING THE HYPOTHESIS BUT WITH A GENERAL RESERVATION THAT 
SATISFACTORY GLOBAL RECIPROCITY MUST BE ACHIEVED BY 
AUSTRIA. THE IMPLICATION WAS THAT AUSTRIA WOULD PROBABLY 
ONLY OBTAIN THIS RECIPROCITY BY EVENTUALLY MAKING SUB- 
STANTIAL EXCEPTIONS OF ITEMS, LARGELY OF INTEREST TO 
EASTERN EUROPE, IN MUCH THE SAME WAY AS IN THE KR. 

4. THE U.S. STRESSED THE IMPORTANCE OF AUSTRIA NOT 
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BREAKING RANKS WITH THEIR EFTA PARTNERS WHO WILL BE 
HYPOTHESIS COUNTRIES. WE POINTED OUT THAT EVERY COUNTRY 
WILL HAVE TO ASSESS RECIPROCITY TOWARD THE END OF THE 
NEGOTIATIONS, AND THAT THE GENERAL RESERVATION OF RECI- 
PROCITY GROUNDS WHICH AUSTRIA MIGHT WISH TO TAKE WAS IM- 
PLICIT IN ALL COUNTRIES' OFFERS ON JANUARY 15. 

5. DEL COMMENT: WHILE IT IS OBVIOUS THAT AUSTRIA HAS NO 
ENTHUSIASM FOR THE HYPOTHESIS APPROACH TO TARIFF-CUTTING, 
WE BELIEVE IT LIKELY THAT AUSTRIA WILL TABLE SUCH AN 
OFFER ON JANUARY 15 ACCEPTING THE HARMONIZATION APPROACH. 
THIS DECISION WILL BE DICTATED BY AUSTRIAN DESIRE NOT TO 

BE ISOLATED FROM THEIR EFTA PARTNERS AND TO AVOID ANY 
POLITICALLY EMBARRASSING PUBLIC SCENE WITH EASTERN EURO- 
PEAN COUNTRIES (WHICH DO, AFTER ALL, PROVIDE A TRADE 
SURPLUS TO AUSTRIA). HOWEVER, SHOULD THERE BE THE 
SLIGHTEST SIGN OF WEAKENING ON THE PART OF THE NORDICS OR 
SWITZERLAND WITH REGARD TO TABLING ON JANUARY 15, IT CAN 
BE ASSUMED THAT THE AUSTRIANS WILL QUICKLY FOLLOW THEIR 
LEAD. IN VIEW OF THE FRAGILE NATURE OF AUSTRIA'S POSSI- 
BLE ADHERENCE TO A FORMULA APPROACH, WE INTEND TO KEEP 
CLOSE TOUCH WITH ITS DELEGATION. SOME PRODDING IN 
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WASHINGTON AND VIENNA MIGHT ALSO BECOME NECESSARY TO KEEP 
THE AUSTRIANS IN LINE. 

6. DRAFTED BY HAMERSCHLAG. MCDONALD 
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